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Moroccan Par Value and Stand-By Arrangement 


An initial par value for the Moroccan derham, at 
5.06049 derhams per U.S. dollar, has been established 
by agreement between the Government of Morocco and 
the International Monetary Fund. The parities for the 
derham (which is equal to 100 Moroccan francs) in 
terms of gold and of the U.S. dollar of the weight and 
fineness in effect on July 1, 1944 are as follows: 
0.175610 gram of fine gold per derham; 177.117 der- 
hams per troy ounce of fine gold; 5.06049 derhams per 
U.S. dollar; and 19.7609 U.S. cents per derham. 

The establishment of the par value, which represents 
a 17 per cent devaluation from the previous official rate 
for the Moroccan franc, will be accompanied by the 
elimination of a 10 per cent exchange tax introduced 
in January 1959 on transfers to France and other franc 
area countries (see this News Survey, Vol. XI, pp. 228 





U.K. and Belgian Association with Coffee Agreement 

The Governments of the United Kingdom and Bel- 
gium, acting on behalf of their African colonies, 
expressed on September 24 their intention to cooperate 
with the countries that have signed the international 
coffee agreement (see this News Survey, Vol. XII, 
p. 125) in limiting coffee exports. 

The U.K. Government stated that it is willing to 
cooperate in a study of the world coffee situation. 
Such a study, to be concluded before April 1960, should 
contain recommendations for a flexible system of cof- 
fee production and trade by which coffee consumption 
would be increased in response to attractive, equitable 
prices. The U.K. Government will also recommend to 
the Governments of the British East African territories 
immediate approval of the export quotas suggested for 
these territories in the coffee agreement, and will pro- 
vide the Coffee Study Group with information on 
monthly exports of coffee. 

The Belgian Government stated that it is requesting 
approval by the local Assemblies of the Belgian Congo 
and of Ruanda-Urundi of a coffee export quota of no 
more than 1,370,000 bags of coffee (60 kilograms 
each) for the year that the coffee agreement will be 
in force. 

Source: Pan American Coffee Office, Mercado de Café: 
Carta Semanal, New York, N.Y., October 9, 
1959. 


and 284), and by a relaxation of certain restrictions 
on current payments. 

A one-year $25 million stand-by arrangement has 
been agreed between the Government of Morocco and 
the Fund. Also, the Moroccan Government has con- 
sented to an increase, from $35 million to $52.5 mil- 
lion, in Morocco’s quota in the Fund, and will soon 
complete the steps necessary to make this increase 
effective. 

The Government has expressed a determination to 
continue its sound fiscal and credit policies and to lib- 
eralize imports progressively and substantially, in a 
nondiscriminatory manner. The stand-by arrangement 
is intended to enable it to meet contingencies in the 
period following the establishment of the new par value. 


Sources: International Monetary Fund, Press Releases, 
Washington, D.C., October 17, 1959. 





Wheat Exports and Supplies of Major Exporting Countries 
Total wheat supplies of the four major exporting 
countries, Canada, the United States, Argentina, and 
Australia, declined slightly, to 2,446 million bushels, 
during the crop year August 1958-July 1959; this was 
due mainly to a reduction in Canadian wheat supplies, 


to 546 million bushels on August 1. Argentina was 
the only other country with lower supplies at the end 
than at the beginning of the crop year; supplies of the 
United States rose by 2 per cent, to 1,720 million 
bushels; and Australia’s supplies, at 103 million bushels 
on August 1, were almost three times those a year 
earlier. 

Total exports of wheat and wheat flour from these 
four countries during the crop year were 935 million 
bushels, 9 per cent more than in the preceding year. 
The United States shipped 456 million bushels, 60 mil- 
lion bushels more than a year earlier; Canada’s exports 
were reduced from 320 million bushels, to 294 million 
bushels; Argentina increased its exports by 28 million 
bushels, to 106 million bushels; and Australia’s ship- 
ments rose by 16 million bushels, to 78 million bushels. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 24, 1959. 
Sales of Gold Certificates and Gold Bars 


In addition to the facilities already provided for 
selling South African gold bars to private buyers (see 
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this News Survey, Vol. XII, p. 80), a new scheme has 
been announced to sell gold by means of certificates to 
be issued by the French Bank of Southern Africa, a 
subsidiary of the Banque de I’Indochine. The certifi- 
cates will be exchangeable on demand into the gold 
they represent. The gold represented by the certificates 
may be deposited in the vaults of the South African Re- 
serve Bank for safekeeping. As in the case of gold 
bars, the certificates can be purchased only against 
payment in dollars or external account sterling, and 
the scheme is not open to sterling area residents. A 
change has also been made in the minimum lots that 
qualified purchasers of gold bars may buy. As of Octo- 
ber 5, the minimum lots will be 300 kilograms (approx- 
imately 9,700 troy ounces), costing some £120,000. 
Previously, the minimum quantity was 25,000 ounces, 
which cost about £310,000. 

Arrangements have been made whereby the gold 
certificates provided by Samuel Montagu and Co. and 
the Bank of Nova Scotia (see this News Survey, 
Vol. XI, p. 358) will be interchangeable with certifi- 
cates issued by the Deutsche Bank in Frankfurt, which 
entitle the holder to delivery of gold in Germany, and 
by Union Acceptances of Johannesburg, which entitle 
the holder to delivery in South Africa. Holders of cer- 
tificates will thus be able to take delivery of gold in 
four countries. 

Sources: The Southern Africa Financial Mail, Johan- 
nesburg, South Africa, September 18, 1959; 
The Times, October 3, 1959, and The Econ- 
omist, October 17, 1959, London, England. 


U.S. Development Loan Fund 


The U.S. Development Loan Fund (DLF) has 
announced that, in financing the foreign exchange costs 
of development projects abroad, it will place primary 
emphasis on the financing of goods and services of U.S. 
origin. In the past, borrowing countries were permitted 
to use DLF funds to purchase capital equipment from 
any country in the free world. The Director of the 
DLF said that the change resulted from a review of the 
Administration’s lending policies and reflected the world 
payments situation and the assumption that other indus- 
trial countries are now able to finance their own exports. 

Of the total of $1.4 million appropriated to the DLF 
since 1957, $515 million will be affected by the change 
in policy, the remainder having been committed already 
for various loan projects. Actual disbursements to date 
amount to $90 million, of which 56 per cent was used 
for the export of U.S. goods and services. 


Agreements signed in recent months 
It was announced on August 20 that the DLF had 


signed an agreement to lend $5 million to Guatemala, 
to help finance the costs of establishing rubber produc- 
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tion on 80,000 acres on the Pacific slopes in that 
country. The money will be re-lent to private investors 
through the Bank of Guatemala. This project, in which 
it is estimated that the equivalent of $41 million will 
have to be invested before the trees reach maturity, 
should provide 40,000 tons of rubber a year for export. 

On September 3, an agreement was signed under 
which the DLF will lend up to $8,800,000 to the Ad- 
ministracién General de las Usinas Eléctricas y los 
Teléfonos del Estado, to help finance the expansion of 
telephone facilities in the Montevideo area of Uruguay. 

Announcement was made on September 11 that the 
DLF had signed an agreement to lend $1,750,000 to 
the Inland Water Transport Authority of East Pakistan. 
The funds will be used to meet the foreign exchange 
costs of installing a system of buoys, lights, marks, and 
other modern navigational aids for the network of 
channels about the lower reaches and delta of the 
Ganges River. 

Under an agreement signed on October 7, the DLF 
will lend to the Government of Jran $25 million to assist 
in financing the construction of 369 miles of highways. 
This is part of the road project that Iran is undertaking 
with the assistance of a $72 million loan from the Inter- 
national Bank for Reconstruction and Development 
(see this News Survey, Vol. XI, p. 373). 


Sources: Department of State, Press Releases, Wash- 
ington, D.C., August 20, September 3 and 11, 
and October 7 and 20, 1959. 


Europe 


U.K. Trade 


The U.K. trade deficit increased from £40.4 million 
in August to £72.3 million in September. According to 
the Board of Trade’s provisional figures, the increase 
was due to a rise in imports and a decline in exports. 
Imports increased by £25 million, to £330.2 million, 
and exports fell by £9 million, to £246.7 million. The 
value of goods re-exported rose by £2 million, to £11.2 
million. 

The increase in the deficit, to the largest figure 
recorded since last December, means that the average 
monthly deficit was substantially higher in the third 
quarter of this year than in either of the two previous 
quarters. It is generally thought that world trade started 
to revive about April. For the three months prior to 
April the average deficit was £39 million a month. In 
the next three months it was little more than £35 mil- 
lion, and in the latest quarter it rose to more than £55 
million. 


Source: The Times, London, England, October 13, 
1959. 
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Capitalization of Bank of France 


The Journal Officiel of August 27 announced an 
increase to F 15 billion in the nominal capital of the 
Bank of France, which had remained unchanged since 
1857, when it was F 182.5 million. The increase is 
effected by a partial conversion into state-owned cap- 
ital of the reserves that have been accumulated during 
the last 50 years. In this respect, the Bank of France 
has followed the example of the four nationalized 
French commercial banks which in July doubled their 
nominal capital. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 29, 1959. 


Denmark's Coinage 

It is intended to replace 5-krone notes in Denmark 
by an issue during the coming year of copper-nickel 
5-krone coins, and also to substitute copper-nickel 
2-krone and 1-krone coins for earlier issues which 
were made of bronze. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 9, 1959. 


Reduction of Electricity Output in Norway 


The prolonged drought in eastern and southern Nor- 
way, which has seriously reduced the harvest, is now 
beginning to have an indirect effect on manufacturing. 
Even if there is a heavy rainfall this autumn, the situa- 
tion is not likely to return to normal this year. 

The water reservoirs of the hydroelectric plants in 
eastern and southern Norway have fallen to about 60 
per cent of total capacity. In September, the eastern 
Norwegian grid system had to ration electricity to 85 
per cent of normal consumption; the rationing has been 
intensified in October, and consumption has been 
restricted to 75 per cent of normal. Some Norwegian 
industries that are dependent on an abundant supply 
of hydroelectricity for their production have reported 
a reduction of activity. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, October 1, 1959. 


Sweden's Balance of Payments 

Preliminary balance of payments data for Sweden 
show a surplus of SKr 148 million (US$28.6 million) 
on goods and services account in the first half of 1959, 
in contrast to a deficit of SKr 457 million ($88.3 mil- 
lion) in the first half of 1958. Since net income from 
shipping was about the same as in January-June 1958 
(SKr 590 million, compared with SKr 600 million) and 
other services (including private donations) again 
showed a net deficit of SKr 40 million, the improve- 
ment was due entirely to the trade account. 

The trade deficit (imports c.i.f.) was reduced from 
SKr 1,017 million in January-June 1958 to SKr 402 


million in the first half of 1959; exports rose by 
SKr 328 million, to SKr 5,426 million, while imports 
fell by SKr 287 million, to SKr 5,828 million. The 
rise in exports was due largely to increased shipments 
of forest products, predominantly sawn wood and chem- 
ical pulp. However, shipments of metals, primarily iron 
and steel, and of machinery and automobiles also 
increased, while shipments of iron ore continued to 
decline. The decline in imports resulted chiefly from 
lower imports of ships, aircraft, and automobiles, but 
imports of coal and oil and of arms and metal manu- 
factures also fell considerably. 

Known capital movements resulted in a net inflow of 
SKr 11 million (an outflow of SKr 20 million in 
January-June 1958). This inflow plus the SKr 148 
million surplus on current account exceeded by SKr 116 
million the increase (SKr 43 million, against a decline 
of SKr 268 million in January-June 1958) in gold and 
foreign exchange reserves. The difference is due to net 
errors and omissions. 

Sources: Kommerskollegium, Mdnadsstatistik Over 
Handeln, June 1959, and Svenska Dag- 
bladet, October 3, 1959, Stockholm, Sweden. 


Review of Italy's Ten-Year Development Plan 


At the request of the Italian Government, a commit- 
tee of experts has drawn up a report on how far the 
national economy developed during 1955-58 along 
the lines traced in the Development Plan 1955-64 
(“Vanoni Plan”) and to estimate whether the Plan’s 
aim and policies are still valid and can continue to 
provide a general guidance of economic policy for the 
Government. The report shows that national income 
increased at a rate of 5.2 per cent, whereas the increase 
assumed in the Plan was 5 per cent, but that neither 
investment nor employment expanded at the pace pre- 
scribed. The balance of payments deficit on current 
account was eliminated earlier than had been expected. 

The two main factors which determined the pattern 
of economic development from 1955 to 1958 were the 
building boom and the expansion of exports. The 
report considers that these two factors, which are prob- 
ably destined to disappear, have caused a shift from 
the lines traced in the Plan. Investments in the 1955-58 
period rose by an average of 6.8 per cent per annum, 
whereas the Plan prescribed 7.8 per cent. Investments 
in agriculture increased by only 2.5 per cent per annum 
instead of 7.5; in public utilities by 5 per cent instead 
of 7.6; in the so-called propulsive sector (agriculture, 
utilities, public works) by 4.1 per cent instead of 7.3; 
and in industry and services by 6.1 per cent instead 
of 8.9. Only in housing have the investment goals out- 
lined in the Plan been exceeded, the increase being 
11.5 per cent per annum instead of the scheduled 6.5. 
Investments have been concentrated in the sectors and 
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areas already advanced, so that the distribution of 
income has not tended to improve, while the gap 
between the depressed and the progressive parts of the 
economy has remained unchanged in spite of the 
improvement brought about in the South by public 
works and other incentives. The report concludes that 
under present conditions this gap tends to become 
permanent. 

The Plan set a goal of 4 million new jobs by 1964, 
but in the period 1955-58 the improvement was less 
than had been planned (1.4 million new jobs instead 
of 1.6 million). Emigration, however, drew off more 
workers than had been expected. These figures imply 
that productivity increased more rapidly than esti- 
mated in the Plan. The report, stating that the employ- 
ment goal itself falls short of national requirements, 
foresees an increase in the demand for jobs as more 
people leave agriculture and more women enter the 
labor market. The Plan estimates that technological 
progress would eliminate 800,000 jobs in ten years, an 
estimate which is considered by the report to be too 
low. The whole problem of employment and a more 
equitable distribution of national income, says the 
report, calls for more vigorous policies with respect to 
investment, prices, and wages. 
discussed. 


Tax reforms are not 


Sources: The Financial Times, September 1, 1959, and 
The Economist, September 12, 1959, Lon- 
don, England; Corriere della Sera, Milan, 
Italy, September 8, 1959. 


German Government Guarantees for External Investments 


The Government of the Federal Republic of Germany 
has published the regulations concerning government 
guarantees for capital investments abroad which are 
regarded as “especially worthy of encouragement” un- 
der paragraph 18, section 1, of the 1959-60 budget law. 
For the purposes laid down in paragraph 18, which 
also provides for the guaranteeing of financing credits 
and loans relating to export transactions, a total of 
DM 2 billion is available. Preference will be given to 
investments in underdeveloped countries. The regula- 
tions provide that guarantees will be granted only in 
respect of new investments. Moreover, only the politi- 
cal risk will be guaranteed, and of this the investor will 
be expected to cover at least 20 per cent. The guaran- 
tees will also extend to profits. The upper limit for 
each government guarantee will be the amount invested; 
cover for profits will be restricted to a specified percent- 
age. The duration of the guarantees will normally be 
10 years, but in exceptional cases it will be 15 years. 
During the life of the guarantee, the upper limit of 
cover will be progressively lowered, so that the propor- 
tion of the risk borne by the investor will increase from 
year to year. This provision has aroused criticism on 


the ground that the danger of expropriation is least 
while an undertaking is in the course of development. 
Applications will be considered by an interministerial 
committee, which is believed to be identical with the 
interministerial “Hermes committee.” According to the 
Ministry for Economic Affairs, the political risks cov- 
ered will include nationalization, expropriation, war, 
riot, the blocking of payments, moratoriums, and 
restrictions on the conversion or transfer of funds. 

Sources: Handelsblatt, Diisseldorf, Germany, Octo- 

ber 9 and 10, 1959. 


Middle East 


Israel Currency Denominations 


In accordance with an amendment to the Currency 
Ordinance which has passed its second and third read- 
ings in the Knesset, a new denomination of currency, 
the agora, will be introduced in Israel on January 1, 
1960. From that date, the Israel pound will be divided 
into 100 agorot, and the pruta, which is one thou- 
sandth of a pound, will be abolished. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, September 1959. 


Annual Report of State Bank of Pakistan 


According to the annual report of the State Bank 
of Pakistan for the year ended June 30, 1959, the 
economy of Pakistan has shown a remarkable recovery 
since the new economic policies came into effect in 
October 1958. Despite a decline in the production of 
foodgrains during the fiscal year 1958-59, the food 
situation was somewhat easier owing to the Govern- 
ment’s success in abating smuggling, hoarding, and 
black marketing and its ability to secure large quanti- 
ties of imported foodgrains. As a result, the prices of 
both rice and wheat declined. Industrial production 
increased by 11.8 per cent in 1958, against 5 per cent 
in 1957, and the rate of increase was maintained in 
the first quarter of 1959. There were notable increases 
in the output of cotton yarn and cloth, jute goods, and 
sugar, but some decline in the export commodities, raw 
cotton and jute. Export sales of raw jute during the 
year under review increased to 4.75 million bales, from 
4.53 million bales in 1957-58, despite a decline in pur- 
chases by India. Cotton exports declined as produc- 
tion fell. 

Bank credit increased by $16 million in 1958-59, 
compared with an increase of $20 million in 1957-58. 
The 1958-59 increase was attributable mainly to addi- 
tional credits granted to the West Pakistan Govern- 
ment for food procurement schemes. Because of a 
shorter busy season than in 1957-58, and the accelerated 
pace of retirements, bank credit to the private sector 
declined by $1.3 million. Relatively easy conditions 





INTERNATIONAL FINANCIAL NEws SuRVEY, October 23, 1959 137 


prevailed on the short-term money market during the 
greater part of the year. 

The money supply increased by $41.6 million dur- 
ing 1958-59, following an expansion of $78.3 million 
during the previous year. The decline in the rate of 
increase—which occurred notwithstanding a balance 
of payments surplus—was a result mainly of a marked 
improvement in government finances. The money- 
creating operations of the Government during 1958-59, 
with account taken of the effect of counterpart funds, 
amounted to $40 million, compared with $142.7 mil- 
lion in 1957-58. The foreign sector was expansionary 
to the extent of $25.6 million. 

During 1958-59, there was a balance of payments 
surplus on current account of $7.3 million, against a 
deficit of $70.6 million in the preceding year. The 
improvement was due mainly to a reduction in pay- 
ments, although there was an increase in receipts. The 
current account surplus and substantial receipts of 
capital brought about a rise of $34.2 million in the 
country’s foreign exchange reserves, which amounted 
to $219.1 million at the end of June 1959. 

Source: Embassy of Pakistan, Pakistan Affairs, Wash- 
ington, D.C., October 1, 1959. 


Far East 


Thailand's Rice Production 
Thailand’s rice production in 1959-60 is expected to 
reach about 7.5 million metric tons of paddy (the 
equivalent of about 4.87 million tons of milled rice) if 
weather conditions continue to be favorable. The 
1958-59 crop was 7.1 million tons. Rainfall up to late 
September was adequate, and the condition of the crop 
was good. It is estimated that the crop will yield a 
surplus for export in 1960 of 1.3-1.4 million metric 
tons of milled rice. 
Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., October 19, 1959. 


Revision of Exchange System in China (Taiwan) 


New foreign exchange procedures put into effect in 
China (Taiwan) on August 9 permit holders of foreign 
exchange to receive payment in full either in foreign 
exchange certificates or in new Taiwan dollars, and 
ensure that the value of the foreign exchange certificate 
will be the same as the full official rate of exchange for 
the new Taiwan dollar (NT$36.08 buying, and 
NT$36.38 selling, per U.S. dollar). The provisions for 
exchange settlements and for trading in certificates con- 
tinue unchanged. Formerly, Taiwan’s foreign exchange 
certificate was officially valued at a portion of the full 
exchange rate, or at NT$11.50 buying and NT$11.60 
selling. 


An important function of the certificate is to assist 
in regulating the use of foreign exchange for imports 
financed with foreign exchange earned from exports. 
Prior to the revision, exporters received part of their 
export proceeds in the form of certificates which had a 
validity period of 180 days. During that period, cer- 
tificates could be held or could be sold to importers. 
The transfer of certificates to qualified persons was 
allowed in the open market; when importers’ demands 
for certificates became active, the certificate rate some- 
times exceeded the official posted rate. This provided 
an additional premium on export earnings and served 
as an export promotion incentive. 

By accepting export proceeds in the form of certifi- 
cates under the new system, the exporter ties up a 
larger amount of working capital. To the extent that 
he may be financed by borrowing at a high interest 
rate, the exporter may be under pressure to demand a 
higher price when he sells certificates to importers, with 
the result that some imported goods may advance in 
price. Exporters may, however, now borrow at a lower 
interest rate from banks by posting certificates as col- 
lateral, a line of credit not open to them before the 
change. 

The system of allocating government foreign ex- 
change on a quarterly quota basis was discontinued on 
August 22. Importers may now apply for foreign 
exchange at any time. As a result of this change, it is 
expected that applications will be spaced in a more 
normal pattern, and that the excess of applications over 
quotas which usually occurs toward the end of a quota 
period will be eliminated. 

The adoption of the new procedures was not followed 
by any noticeable change in the price of certificates. 
Sources: The Central Daily News, Taipei, Taiwan, 

September 1, 1959; Department of Com- 
merce, Foreign Commerce Weekly, Wash- 
ington, D.C., September 14, 1959. 


Cash Reserve Requirements for Banks in Japan 


Effective September 11, cash reserve requirements 
for banks were introduced in Japan for the first time 
since the necessary legislation was adopted in May 1957. 
Banks with deposits of more than ¥ 20 billion are 
required to hold with the Bank of Japan 1.5 per cent 
of demand deposits and 0.5 per cent of time deposits; 
for banks with deposits of less than ¥ 20 billion, the 
respective ratios are 0.75 per cent and 0.25 per cent. 
The authorities are reported to have stated that this is 
not a “tight money measure” but is a measure designed 
to avert excessive monetary expansion in the last quar- 
ter of the calendar year, when government transactions 
result, seasonally, in large net cash disbursements. 
Source: The Japan Times, Tokyo, Japan, September 5, 

1959. 
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Japan's Gross National Product 


According to the Economic Research Institute of 
the Economic Planning Board, Japan’s gross national 
product in the second quarter of 1959 was ¥ 10,952 
billion (US$30.4 billion), on a seasonally adjusted 
basis. In real terms, this was an increase of 3.5 per 
cent from the previous quarter. The Institute attributes 
the expansion to a continued increase in private inven- 
tory accumulation, accelerated increases in exports and 
in private consumption, and the resumption of an 
increase in investment in plant and equipment. 

Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
October 12, 1959. 


United States 


U.S. Production and Employment 

Industrial production in the United States in Septem- 
ber was 148 per cent of the 1947-49 average, compared 
with 149 per cent in August and 155 in June, prior to 
the steel strike. Output of steel remained at 12 per cent 
of capacity, and the depletion of steel inventories 
reduced activity in some industries, notably railroad 
equipment and shipbuilding. The accumulation of stocks 
before the steel strike, however, permitted most machin- 
ery and consumer durable goods industries to maintain 
production. The output of automobiles in earl, Octo- 
ber was limited by steel shortuges. Production of non- 
durable goods, which by mid-1959 was 10 per cent 
above the 1957 level prior to the recession, has since 
changed only slightly. 

Unemployment fell by 200,000 between August and 
September, to 3.2 million persons This was about an 
average decline for the time of the year. The seasonally 
adjusted rate of unemployment in September, at 5.6 
per cent of the labor force, was virtually the same as 
in August; in the May-July period, the rate was about 
5 per cent. A major part of the increase in August 
and September is attributable to the steel strike, 
apparently reflecting both layoffs in _ steel-related 
industries and a slowdown in hiring owing to some 
uncertainties about the short-run economic outlook. 
Employment declined seasonally in September by 
900,000 persons, to 66.3 million, as teen-age workers 
returned to school. Manufacturing employment rose 
by 150,000, to 16.3 million, with about half of the 
rise resulting from greater activity in the automobile 
industry as new model cars were produced. 

Sources: Board of Governors of the Federal Reserve 
System, Press Release, October 15, 1959, and 
Department of Labor, Monthly Report on the 
Labor Force, October 1959, Washington, 
D.C, 
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Latin America 


Free Trade Zone in South America 

The seven countries of South America that are plan- 
ning to establish a free trade zone (Argentina, Bolivia, 
Brazil, Chile, Paraguay, Peru, and Uruguay) held a 
conference in Montevideo from September 16 to Sep- 
tember 30. At the plenary session of September 30, the 
final act of the conference was approved, together with 
a draft free trade treaty. 

One of the resolutions in the final act provides for a 
meeting in the first week of February 1960, to give 
final approval to the free trade zone. The participating 
countries are invited to formulate, before that date, any 
amendments or changes of the draft treaty, and to 
notify the other members if they should find it impos- 
sible to subscribe to the treaty before the agreed date, 
giving the reasons for such a decision. Under another 
resolution, participating countries that are members of 
the General Agreement on Tariffs and Trade (GATT) 
are invited to notify the GATT of their plans. A reso- 
lution provides for a .eeting of central bank repre- 
sentatives from the participating countries, to be held 
in Montevideo at the beginning of December 1959, and 
another resolution provides that the Economic Com- 
mission for Latin America and the International Mone- 
tary Fund should be asked to undertake a special study 
of problems connected with payments within the free 
trade zone. 

The draft treaty, as approved by the conference, 
deals with the free trade zone that is to be gradually 
perfected within a period of 12 years or less from the 
date that the treaty comes into effect. It is understood 
that during this period the contracting parties will grad- 
ually eliminate duties on imports originating in the 
zone (including customs duties and exchange and other 
surcharges) and also advance deposits on imports and 
similar taxes and restrictions of a quantitative or other 
character, resulting from a multiple exchange system. 
This objective will be achieved by negotiations and 
reciprocal concessions based on the annual preparation 
of individual lists of commodities with respect to which 
tax concessions are to be granted each year, and a 
basic list of commodities for which all taxes are to be 
eliminated during the 12-year period. Each contract- 
ing party will grant annually a reduction equivalent to 
at least 8 per cent of the weighted average tax burden 
for imports originating outside the zone. The draft 
treaty also provides that for the first 3 years the basic 
list should include commodities of a value of at least 
25 per cent of the interchange. This percentage is to 
be increased to 50 per cent during the second 3 years, 
75 per cent during the next 3 years, and 100 per cent 
in the last 3 years. 
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The draft treaty includes provisions for depressed 
areas, and the contracting parties agree to strive for the 
creation of conditions favorable to accelerated economic 
development in backward areas of the zone. Some 
escape clauses allow the temporary imposition of quan- 
titative restrictions for imports of an essential character, 
whose production is being stimulated, and for exports of 
commodities needed to fulfill basic consumption needs 
at home. 


Source: El Bien Publico (Weekly Airmail Edition), 
Montevideo, Uruguay, October 6, 1959. 


Purchase by Colombia of U.S. Farm Surpluses 


Over a three-year period, Colombia will purchase 
U.S. surplus farm products valued at US$31.6 million 
and will pay for them in pesos. The agreement calls 
for shipments of $18.2 million of wheat, $5 million 
of wheat products, $3.4 million of soybean or cotton- 
seed oil, and $1.1 million of tobacco, plus the payment 
of $3.9 million in ocean transport costs. The agreement 
also provides that 25 per cent of the pesos received 
from the sale of these commodities will be earmarked 
for loans to U.S. and Colombian private firms. 
Source: The Wall Street Journal, New York, N.Y., 

October 7, 1959. 


Resumption of Drawings from Fund by Peru 


The International Monetary Fund has authorized 
Peru to resume drawings on its stand-by arrangement 
with the Fund, under which $10.5 million was out- 
standing at the end of August 1959. 

Last June, the Government of Peru suspended the 
use of its stabilization credits until it had fully studied 
a revised fiscal policy and discussed this policy with the 
Fund (see this News Survey, Vol. XII, p. 7). The 
Peruvian Treasury not only abstained from further 
recourse to central bank credit in August and Septem- 
ber, but during the quarter substantially reduced its 
outstanding debt. The reimposition in August of the 
18 per cent penalty rate for cash reserve deficiencies, 
which had been suspended during a bank strike, resulted 
in the practical disappearance of commercial bank 
reserve deficiencies, and exchange reserves rose sharply 
during the third quarter of the year. 

Sources: Banco Continental, News Letter, Lima, Peru, 
October 16, 1959; The Washington Post and 
Times-Herald, Washington, D.C., October 17, 
1959. 


Payments Position of Uruguay 

Data on the exchange transactions of Uruguay in the 
period January-September 1959 indicate that sales of 
exchange exceeded purchases by $33.6 million; during 
the comparable 1958 period, purchases exceeded sales 
by $2.9 million. The deterioration of the payments 


position in 1959 resulted from a decline of $21 million 
in exports (from $98.1 million to $77.1 million) and 
an increase in imports. Exports of greasy and washed 
wool were 42 per cent lower than last year, in large 
part because of a decline in foreign prices. The last 
wheat crop was very poor, owing to bad weather con- 
ditions, and the value of wheat and flour exports 
declined from $13.6 million to only $1.2 million. 
Exports of wool tops and of meat increased, but not 
enough to offset declines in various other sectors. Sales 
of exchange to importers rose from $95.2 million to 
$110.7 million; this increase was due to larger pur- 
chases of raw materials, which amounted to 51 per cent 
of total imports in January-September 1959, compared 
with 41 per cent in the same period in 1958. 

The wool market in October is reported to be at a 
standstill, owing to relatively high official export valua- 
tions (aforos). Another factor is the prevailing uncer- 
tainty concerning the new exchange regulations, which 
are about to be issued, and the amount of the export 
tax. Exports of wool from Argentina are taxed only 10 
per cent, and this provides an inducement to export 
illegally from Uruguay through Argentina. 

Source: El Pais, Montevideo, Uruguay, October 4, 
1959. 


Other Countries 


Australian Export Insurance 
Exports insured by the Exports Payments Insurance 
Corporation, a public authority established by the Aus- 
tralian Government in 1957, now exceed £A 21 million, 
and negotiations concerning another £A 40 million are 
under way. The policies issued give protection to the 
extent of 85 per cent of any loss arising from insol- 
vency of the buyer or from protracted default, such as 
failure to pay the exporter within 12 months after the 
due date for goods accepted. Losses occurring from 
blockage of funds and transfer difficulties or delays that 
prevent the Australian exporter from receiving pay- 
ments due are also covered. Broadly, the policies pro- 
vide for contingencies which are not within the control 
of the exporter, or the buyer, and which arise from 
events occurring outside Australia. 
Source: News and Information Bureau, Finance and 
Commerce Newsletter, Canberra, 
July 1959. 


Australia, 


Foreign Trade of Australia 

Australia’s foreign trade deficit in the first quarter of 
the fiscal year 1959-60 was £A 6 million, considerably 
less than the deficit of £A 37 million in the correspond- 
ing period of the previous year. The improvement was 
due to higher exports; imports were about the same in 
both quarters. 
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The Australian Trade Minister has announced that 
the Japanese Government has agreed, in terms of the 
Australian-Japanese Trade Agreement, to limit to 8 
million square yards a year the export to Australia of 
piece goods made of rayon and other artificial fibers. 
The Minister said that Australia’s imports of raw mate- 
rials from Japan in 1958-59 had risen to 8.5 million 
square yards, compared with a little more than 1.5 
million square yards in 1956-57. The Australian Gov- 
ernment has decided to refer the whole question of pro- 
tection for the textile industry to the Australian Tariff 
Board. 


Source: The Financial Times, London, England, Octo- 
ber 9, 1959. 


Australian Trade Agreement with Germany 
The Australian Minister for Trade has announced 
the signing of a new formal trade agreement with the 
Federal Republic of Germany, which will operate 
initially through 1961. Under the terms of the agree- 
ment, Australian exporters are assured of reasonable 
access to the West German market for such commodi- 
ties as wheat, coarse grains, frozen and canned meats, 
wines, dairy products, and canned fruits. The West 
German delegation is reported as having expressed its 
appreciation of the nondiscriminatory administration 
by the Australian Government of its import licensing 
controls, and it noted that, with the recent easing of 
these controls (see this News Survey, Vol. XII, p. 56), 
West Germany would have increased opportunities in 
the Australian market. 
Sources: Australian News and Information Bureau, 
Australian Daily News, October 16, 1959, 
and The Journal of Commerce, October 19, 
1959, New York, N.Y. 


South Africa's Foreign Trade 


Imports of the Union of South Africa in the first six 
months of 1959 declined to £SA 243.5 million, which 
was £SA 60.6 million below the record total of the first 
six months of 1958, and also the lowest figure for five 
years. Merchandise exports in the six-month period in 
1959 were £SA 203.5 million (against £SA 201.9 
million in 1958 and the peak of £SA 229.2 million in 
1957); when gold sales during January-June 1959 are 
added, the total is £SA 324.5 million. The trade sur- 
plus thus amounted to roughly £SA 81 million in the 
first half of 1959, compared with £SA 22 million in the 
corresponding period of 1958 and about £SA 61 mil- 
lion in the first six months of 1957. 

The decline in imports this year was due largely to 
sizable reductions in metals, metal manufactures, ma- 
chinery and vehicles (mainly motor vehicles), and 
textile apparel, yarn, and fibers. Among exports, there 
were increases in diamonds (by £SA 4.7 million, to 


£SA 20.6 million), sugar (by £SA 2.1 million, to 
£SA 3.5 million), wool (by £SA 0.7 million, to 
£SA 25.4 million), and copper (by £SA 0.6 million, to 
£SA 3.8 million). But exports of prescribed materials 
under the Atomic Energy Act declined by £SA 5.4 
million, to £SA 23.0 million; maize exports fell by 
£SA 4.9 million, to £SA 5.4 million, and manganese 
exports by £SA 1.4 million, to £SA 1.9 million. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 

don, England, July/August 1959. 


Investment in South African Gold Mines 

Dr. W.J. Busschau, President of the Transvaal and 
Orange Free State Chamber of Mines, stated in Johan- 
nesburg on October 16 that South Africa’s gold and 
uranium industry has spent about £SA 470 million on 
capital works since World War II. This investment has 
produced working profits at an annual rate of about 
£SA 70 million, and additional exports of gold and 
uranium at an annual rate of about £SA 170 million. 

Of the capital expenditure of £SA 470 million, just 
over £SA 350 million represents new money from the 
public; of this, a little under £SA 180 million came from 
overseas. 

According to the figures for the first half of 1959, 
the mines in the Far West Rand and in the Orange Free 
State contributed 59 per cent of total South African 
gold output, and the mines in the Central and East 
Rand accounted for 41 per cent. In the light of these 
figures, Dr. Busschau said that the South African gold 
mining industry could be viewed as a “new” industry, 
with enthusiastic young companies eager to set records. 
Source: The Times, London, England, October 17, 

1959. 


Fund Alternate Executive Director 

Mr. Aly Jumaa Mouzughi, Deputy General Manager 
of the National Bank of Libya, has been appointed 
Alternate Executive Director of the Fund for Ghana, 
Indonesia, Libya, Malaya, Morocco, and Tunisia, the 
appointment effective as of October 1, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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